International 
Marketing Information 
Series 


— 


os 


Foreign Economic Trends 
_and Their Implications 
‘for the United States 


» NETHERLANDS 


| FEBRUARY 1980 
| FREQUENCY : SEMIANNUAL 
SUPERSEDES: 79-124 


PREPARED BY 
AMERICAN EMBASSY 
THE HAGUE 


‘ye 


% é ‘ F 
*vares of - 


i 
Tares of 


Prepared by the U.S. Foreign Service, 
U.S. Department of State, and released by the 


U.S. Department of Commerce 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. An- 
nual subscription, $50. Foreign mailing, $12.50 additional. Single copies, 50 cents, available from 
Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





2 


KEY ECONOMIC INDICATORS 
(as of October 1, 1979) 


Millions of guilders, unless otherwise stated. Average annual 
exchange rates: 1978, $1 = DFL 1.96; 1979 to date, $1 = DFL 2.03 


INCOME, PRODUCTION AND EMPLOYMENT 1978 1979 1980 Change 
GNP at current prices 282,850 304,200 330,800E +8.7 
GNP at 1978 prices 282,850 290,700 297,968E +2.5 
Per Capita GNP,current prices (Dfl) 20,291 21,729 23,629E +8.7 
Plant and Equipment investment 34,050 36,350 39,100E +7.6 
Indices: 1970 = 100 

Industrial production 128 129E +0.8 

Avg. Labor productivity 147 - 

Avg. Industrial wage (1972 = 100) 187 194E 
Disposable personal income 156,000 167,260 
Employment (000's) (Dec) 4,114 4,193 (Aug) 
Avg. Unemployment Rate (%) o.2 5.1(Sept) 
Housing Starts (units) 103,562 116,230(July) 


MONEY AND PRICES 


Money supply 59,909 59,314 - 
Public debt (internal) (Dec) 55,180 60,886 - 
(External) (Dec) - - 
Interest, Central Bank discount 6.5 8.0(Aug) - 
Domestic credit outstanding (Dec) 91,686 95,288 (Mar) - 
Indices: 
Retail sales (value): 1975 = 100 130 129 (Jan-Jun) 
Avg. wholesale prices: 1970 = 100 158.0 161.6(Jun) - 
(excl. VAT) 
Avg. consumer prices: 1975 = 100 120.5 126.0(Aug) - 


BALANCE OF PAYMENTS AND TRADE 


Gold & For. Exchange Reserves (Dec) 24,138 27,556(Mar) - 411.2 
Balance of Payments, current 

account, transactions (bilns of Dfl) -1.86 balance +1.00E 
Balance of Trade (bilns of Dfl1) -6.17 -1.80(Jan-Jun) 

Total exports, FOB (incl. Bel-Lux) 108,208 61,768(Jan-Jun) +13.4 
Exports to U.S. 3,582 1,774(Jan-Jun) -1.0 
Total imports, CIF (inci. Bel-Lux)* 114,378 63,570(Jan-Jun) +12.4 

Imports from U.S. 9,845 §,286(Jan-Jun) +11.1 


Main imports from U.S. Jan-May 1979: oil seeds, nuts and pits 

1,245,410 MT/Hf1 703,837; corn 555,442 MT/Hf1 132,849; animal feed 
except grains 924,542 MT/Hf1 306,607; office and data processing 
machines and parts Hfl 189,946; non-ferrous ores 10,592 MT/Hf1 149,745; 
carbohydrates (n.specf.)160,346 MT/Hf1 140,991;coal 509,962MT/Hf1 65,008. 
NOTE; Third column contains available 1980 figures (E=estimate for 

the year). Percentages in fourth column compare (1) 1980 figures 

with corresponding 1979 period or (2) 1979 with 1978 if no 1980 

figures are available. 


Sources: Central Bureau of Statistics; Central Planning Bureau, Neth- 
erlands Central Bank, International Statistics (IMF) 


*Dutch import figures do not include foreign goods placed in bond for 
forwarding to other countries, often after processing and repacking. 
U.S. statistics do. 





SUMMARY 


The Netherlands continues to have one of Europe's most 
stable economies, but it is increasingly linked to an 
improving foreign trade position rather than to domestic 
growth. The modest real GNP growth of 2.5 to 3 percent 
forecast for 1979 will result largely from external demand 
for Dutch products, with the Central Planning Bureau (CPB) 
projecting a 9 percent increase in export volume in 1979. 
The improved export performance should bring the balance 
of payments on current account into balance for 1979. Although 
there has been some increase in industrial output, few new 
jobs have been generated and the number of unemployed has 
increased slightly. 


The government's basic economic policy remains the Economic 
Blueprint for 1981, introduced in 1978. It currently faces 
difficulties due to the government's concern with relatively 
high unemployment, higher social benefit demands, increasing 
costs of production and a weakening in the competitive 
position of Dutch industry. The result has been some re- 
alignment of priorities in order to maintain purchasing power 
and social benefits for the lower income groups. 


The 1980 Central Government budget calls for expenditures 

of 114.9 billion guilders -- a 9.3 percent increase over 1979. 
Included in the budget is a 2 billion guilder package of 
measures to promote innovation and restructuring of key 
industries, to stimulate employment, and to lower energy 
consumption. Revenues are expected to increase from 88.8 
billion guilders in 1979 to 100.5 billion in 1980, leaving a 
deficit of more than 14 billion. 


A key element has been the revision of the government's 
energy policy to reflect the need for new conservation 
measures in an effort to cut the expected growth in oil con- 
sumption by 50 percent by the year 2000. A new draft law 
for revision of the 1971 Works Council Act took effect on 
September 1, guaranteeing a more independent role for works 
councils and expanding their authority. Wage bargaining 
talks, a part of the 1980 social contract, are.soon to begin, 
although under the shadow cast by a series of wildcat strikes 
and threats of additional actions for cost-of-living ad- 
justments and shorter working week hours. 


The CPB's outlook for 1980 is not very optimistic. Economic 
growth will depend on an increase of total exports by 4 percent 
and a modest growth rate of 1.5 percent in domestic demand. 





Industrial output is expected to increase by only 2.5 percent. 
The balance of payments is expected to show a one billion 
guilder surplus. Inflation will rise by an estimated 6 
percent in the coming -year, while unemployment will remain 
virtually unchanged, with 5 percent of the workforce being 
jobless. 


The outlook for U.S. exports continues to be very favorable, 
enhanced by the decline of the dollar against the guilder, 
making U.S. products increasingly competitive in the Dutch 
market. 


Current Economic Situation 


The economic growth of the Netherlands continues to be 
linked to developments in foreign markets. With domestic 
demand remaining fairly weak, demand for Dutch goods abroad 
has been a positive factor in the first half of 1979 in 
maintaining some growth in the Dutch economy. A Central 
Bank survey in July 1979 showed favorable development in 
manufacturing output during the first half of this year. 
Total industrial production saw a 2.4 percent increase over 
the comparable period of 1978, although domestic demand was 
stagnant. During the first five months of 1979, private 
consumption increased by 3.8 percentbut was expected by 

the Central Planning Bureau (CPB) to average about 2.5 percent 
for all of 1979. 


Although inflation stabilized at 4.2 percent during the first 
half of 1979, it dropped surprisingly to 3.8 percent in July 
and August, in spite of the effect of higher petroleum costs. 
Despite weak domestic demand and climbing costs of energy and 
petroleum-related products, the first 8 months of 1979 showed 
Signs of stabilization. But, with only a 2.4 percent increase 
in industrial output, unemployment has remained about the same, 
amounting to 212,604 unemployed (5.1 percent of the total labor 
force) in September 1979, as against (5.1 percent) in September 
1978 and 205,306 (5.1 percent) in September 1977. 


The trade balance during the first seven months of 1979 
improved somewhat to a 2.4 billion guilder deficit, compared 
with a 2.9 billion guilder deficit in the same period of 
1978. The balance of payments current account on a trans- 
actions basis in the same period showed an improvement to a 
surplus of 0.1 billion guilders, compared to a deficit in 
the same 1978 period of 0.6 billion guilders. The increase 
in export trade was the principal strength in the economy, 
which in most other respects showed little expansion. The 


CPB forecasted a modest real GNP growth in 1979 of 2.5 to 
3 percent. Faced with continuing weak domestic 





demand (although consumption is expected to grow by 2.5 
percent, capital investments should remain unchanged), 
economic growth will depend primarily on external demand 

for Dutch products. This is a welcomed turnabout from 1978, 
when the Dutch ran a 1.9 billion guilder current account 
deficit. The CPB anticipated export volume in 1979 to grow 
9 percent, based mainly on the growth in exports of petro- 
chemicals. Export. prices wereexpected to rise 8.5 percent, 
resulting from higher prices for natural gas and finished 
petroleum products. Nevertheless, the Dutch are concerned 
about some loss of their competitiveness in maintaining their 
position in export markets. For instance, the Dutch share 
of German imports dropped in 1979 to 10.8 percent from 11.5 
percent in 1978. 


Because of improved export performance, the CPB forecasted 
that the balance of payments current account for 1979 would 
be in balance. A 3 percent (or less) increase in industrial 
ouput was not expected to generate many new jobs in the 
economy, and unemployment was projected to increase 1.9 
percent over 1978, averaging 210,000 for 1979 (5.1 percent of 
the labor force). 


Government Policy 


The government's basic economic policy continues to be that 
introduced to Parliament in 1978 and known as "Economic 
Blueprint for 1981". It established the framework for a 
balanced growth into the 1980's. However, the "Economic 
Blueprint" faces problems reflecting the government's 
concern with relatively high unemployment, a growing demand 
for social benefits, higher production costs (both labor 

and raw materials) and the competitiveness of Dutch industry, 
especially where it has strong ties to energy-related 
products. At the opening of Parliament on September 18 with 
the "Queen's Speech from the Throne", it became obvious that 
it will be difficult to reach many "Blueprint" goals. In 
drawing up its budget for 1980, the government has been 
forced to cope with external conditions which will have a 
major effect on the Dutch economy. As a result of a rela- 
tively high public deficit and a tighter current account 
balance, the options for a new policy will be narrowed. The 
projected cut in unemployment to 150,000 (by 1981), as 

well as the desired lowering of the rate of growth of the 
collective social burden and the cut-back in the high financ- 
ing deficit are not likely to be realized. 


The government has chosen to concentrate on maintaining 

the purchasing power and social benefits of the lower-income 
groups while limiting wage increases where politically and 
economically possible. To attain this objective, the 





government has moved to lessen income tax rates for the 
lower income brackets, and, at the same time, to increase 
its contributions to social benefits. 


The 1980 Central Government budget calls for total expen- 
ditures of 114.9 billion (2.00 guilders equal $1), an in- 
crease over the 1979 budget of 9.8 billion guilders (9.3 
percent). The increase will include a 2 billion guilder 
package of new measures to focus on innovation and restructur- 
ing of key industries, to stimulate employment in the public 
and private sectors, and to lower overall energy consump- 
tion. A further 5.1 billion guilders will be spent by the 
government on contributions to new wage and price adjust- 
ments. The government plans to spend 515 million guilders 
less on premiums under the Investment Account Act (WIR). 


Total government revenues were expected to grow by 13.2 
percent, from 88.8 billion guilders in 1979 to 100.5 billion 
in 1980. An additional amount of 1.2 billion guilders was 
to be realized through increased indirect taxation (tobacco, 
alcoholic beverages, gasoline and large automobiles) and 
profit from adjustments from the effect of inflation on the 
income tax rate structure. At the same time, new measures 
cut income taxes for lower income groups by 770 million 
guilders -- thereby increasing the purchasing power of this 
segment of society. There will be increased revenues from 
natural gas sales (up 2.1 million guilders). 


The government's "emergency brake" facility, a measure in- 
troduced in 1979 to avert the risk of a threatened financial 
deficit by postponing public spending and speeding up the 
collection of taxes, is to be continued in 1980. 


The 1980 Central Government budget is expected to show a 
deficit of 14.3 billion guilders (1979 = 16.2 billion), re- 
quiring financing of 12.0 billion - some of it through 
monetary means. 


The government has outlined to the Parliament some of the key 
elements of its socio-economic policy for the coming four 
years. The problem of energy for the future is a highlight 
of the policy. A new revised energy policy calls for a 20- 
year national conservation program which will require private 
sector investments of 63 billion guilders, supplemented by 
government subsidies of 600 million guilders annually. 
Large-scale energy conservation measures are eventually to 
lead to improved energy efficiency (up 30 percent) by the 
year 2000. During the same period, the Netherlands plans 

to cut projected oil consumption by 50 percent. 





The government proposes to improve the deteriorating 
competitive position of Dutch industry and to help firms 
adapt to other sources of needed energy. To increase in- 
dustrial competitiveness at home and abroad, the government 
plans to implement a new sectoral structural policy in the 
next four years, with a total outlay of 1.4 billion guilders. 
Industrial restructuring will receive 883 million guilders; 
industrial innovation for high-technology industries 407 
million guilders; while 110 million guilders will support 
individual research and development in promising industries. 
By introducing this policy, the government is veering away 
from its former practice of subsidizing weak industries, and 
will now focus on a more selective, sectoral policy of 
assisting innovative, high-technology firms having the best 
potential for export. 


On September 1, a new draft law for revision of the Works 
Council Act of 1971 took effect. The revision guarantees a 
more independent role for works councils and a broadening 

of their authority. A major change from the original 1971 
Act calls for extension of the works council concept to firms 
having as few as 100 employees, with the councils to be 
comprised exclusively of workers, while excluding management. 
In addition, the Act stipulates that management must seek 

the advice of the councils in making important economic 
decisions in matters such as mergers, closings, reorganiza- 
tions, labor conditions, and labor relations. Proprietary 
information is to be made available by management to the 
councils, including annual statements, long-term planning, 
budgets and future investment plans at home and overseas. The 
new Act also provides for extended legal protection for the 
council and its members. 


The government has also approved draft legislation to amend 
the controversial Land Expropriation Act, an issue which 
contributed to the fall of the previous government in 1977. 
The gist of the revised legislation states that landowners 
will not be compensated for an increase in the value of 
their land as a result of government plans for acquisition 
of the land. 


The second part of the Investment Account Act (WIR) to 
stimulate private investment has been submitted to Parliament. 
It provides certain premiums for environmentally acceptable, 
energy efficient and innovative investments. 


Preparations for tripartite wage bargaining talks, a part 
of the 1980 social contract between government and represen- 
tatives of trade unions and employers, have recently been 





initiated. These negotiations have been overshadowed by a 
series of wildcat strikes in the Port of Rotterdam, and, 

to a lesser extent, in Amsterdam, in which tugboat crews 
sought to improve their 1979 wage contracts. They were 
joined by dockworkers and, for a short period, employees of 
Shell's refinery and petrochemical plants. Although the 
government sees no serious impact from the strikes on the 
new round of wage bargaining talks, the large Federation 

of Dutch Trade Unions (FNV) has threatened massive strike 
action if employers tamper with the longstanding Dutch 
system of automatic wage adjustment - an issue in a similar 
dispute in 1977 which led to a short period of strikes in 
some key industries. The FNV also has called for a real 
pay rise in excess of the half percent over and above the 
cost-of-living adjustment (proposed by the government in 
its Macroeconomic Outlook for 1980) to maintain the pur- 
chasing power of the average worker. The government's call 
for general wage restraint to help increase employment has 
been countered by FNV demands for assurances of early 
passage of the Excess Profits Sharing Scheme (VAD), which 
is still before Parliament, as well as serious discussions 
about a shorter (35-hour) work week and a plan to stimulate 
employment. Negotiations are expected to be difficult and 
lengthy. 


Outlook for 1980 


A detailed Macroeconomic Outlook for 1980 was released by 

the CPB in conjunction with the government's presentation 

of its 1980 budget proposal. The report speculates that 
economic growth will be sustained primarily by a 4 percent 
increase in Dutch exports in line with the 4 percent expected 
increase in world trade. The CPB projects a modest growth 
rate of 1.5 percent in domestic demand, with personal 
consumption increasing by not more than 2 percent, and the 
volume of investments in fixed assets remaining unchanged 
from 1979 levels. As a result, industrial output is 

expected to show a modest increase of 2.5 percent. Based 

on the expected increase in exports, a moderate increase in 
domestic demand, and a 2.5 percent increase in imports, total 
GNP should rise by 2.5 percent in 1980. The balance of 
payments current account is projected to show a one billion 
guilder surplus (as compared to the balanced account for 
1979) supported primarily by a surplus in the trade balance 
(assisted by upward adjustments in natural gas export 

prices) and increased earnings by the services sector. 


The CPB predicts that the declining trend of inflation, which 
started in 1975, will now be reversed. Increasing import 





prices and the planned rise in indirect taxes and natural 
gas prices should cause the price level to rise roughly 6 
percent in 1980 (4.5 percent in 1979). 


Implicit in the CPB forecast is a 7.5 percent increase in 
nominal wages which will allow roughly a one percent rise 

in real disposable income. Overall gross investments in 

1980 are expected to rise by 2.5 percent (down from 3.5 
percent in 1979) with an increase in government investment 

of 3.5 percent. New investments in the construction industry 
should rise by 5 percent. A survey by the Economics Ministry 
shows investments by the manufacturing sector in 1980 will 
remain near the 1979 level of 8.0 billion guilders. In- 
vestments in the chemical sector are expected to show 

further decline, while there will be increases in anticipated 
investments directly related to oil and gas exploration and 
production. 


CPB sees the unemployment situation remaining unchanged, with 
an average of 210,000 jobless in 1980, or approximately 
5.1 percent of the total work force. 


Implications for the United States 


Commercial and economic exchanges between the United States 
and the Netherlands are continuing to reach new record levels 
despite the mixed picture in the Dutch economy. Based on 
U.S. Government data, total U.S. exports to the Netherlands 
in the first eight months of 1979 (January-August) reached 
$4.15 billion, an increase of almost $700 million over the 
same period in 1978. The rate of increase, which exceeds 20 
percent, matches the percentage growth for 1978 when U.S. 
total exports amounted to $5.7 billion. Dutch exports to 

the U.S. amounted to $1.6 billion in 1978 and currently are 
increasing at an annual rate of 13 percent. U.S. non- 
agricultural exports, on the whole, are outpacing the 20 
percent growth rate. In view of the continuing strong Dutch 
import demand and Dutch interest in a wide variety of 
American products, U.S. exports to the Netherlands in 1979-80 
should increase by 20-30 percent. 


Among the American products which have shown evidence of 
expanded growth in exports to the Netherlands in 1979 are 

the following: typesetting machines, food processing machinery, 
refrigerators and refrigeration equipment, non-electric 
machinery, office machines, digital adding machines and 

central processing units, ADP equipment, electro-medical 
equipment, passenger motor vehicles, airplanes, medical 
instruments and appliances, measuring and controlling 
instruments, still cameras and parts, photo film and sensi- 
tized paper,toys, games, and musical instruments. 





Our optimism about U.S. exports, despite the modest near- 
term performance projections for the Dutch economy, is based 
on several factors. Foremost among these is the current 
competitive rate of the dollar to the guilder which has made 
U.S. products more competitive in the Dutch market. American 
products also are generally viewed to be more practical, 

to show greater ingenuity in construction, to be of better 
quality and to meet higher technological standards than many 
goods from other foreign or domestic sources. U.S. exports 
should also continue to benefit from a number of steps 

taken by the Dutch Government to stimulate capital investment, 
boost employment, rationalize the export industry, conserve 
energy, control pollution and increase productivity. 


On the basis of past performance and our analysis of future 
market trends, we have found that the following 15 product 
categories offer the highest potential for incremental 

export sales in the Netherlands: computers and peripheral 
equipment; automotive garage equipment, automotive parts 

and accessories; product process control instrumentation; 
health care equipment and supplies; business machines; build- 
ing supplies, fixtures and equipment; laboratory, scientific 
and engineering instruments; construction, mining and 
materials handling equipment; oil and gas drilling equipment; 
electronic components; food processing and packaging equip- 
ment; equipment for the chemical industry; electronics 
industry production and test equipment; hotel and restaurant 
equipment; and graphic arts equipment. In general, the best 
sales opportunities in industrial goods will be for equip- 
ment exhibiting high technology and featuring labor savings 
systems. The latter feature is most important because of 
the steady rise in unit labor costs in the Netherlands. 


The consumer goods sector also offers growing possibilities 
for U.S. exporters. The Netherlands is-’a small but affluent 
country with a consumer goods market estimated at $75 billion 
in 1980. Imports in 1980 will account for approximately 

$15 billion of this market. The U.S. share of these imports 
should be about 4-5 percent, but could go higher as the 
advantage of a favorable dollar exchange rate makes U.S. 
products more commercially attractive. Particularly good 
prospects exist for U.S. sporting goods, housewares, pleasure 
boats, consumer electronics, domestic appliances, footwear 
and wearing apparel, and home furnishings. 


Dutch tourism to the United States offers good opportunities 
for the U.S. travel industry. In 1979, an estimated 170,000 
Dutch tourists wereexpected to visit the United States and 





to generate more than $100 million in travel receipts. 

Among the foreign countries sending tourists to the United 
States, the Netherlands ranks tenth. The advent of new air 
routes, additional flights and gateway cities; the intro- 
duction of lower transatlantic air fares; and the attractive 
prices in the United States because of the depreciated 

value of the dollar will contribute to the continuing in- 
crease in Dutch travel to the United States. 


The Netherlands market for fish, fish products and seafood 
also holds considerable promise for American exporters. 
Annual quotas on catches of certain types of fish in the 
North Sea (often reached in a few months) have created new 
opportunities in this traditionally strong market. A good 
market exists for herring and sole. Cod and plaice offer 
possibilities if appropriately marketed. Salmon, eel, 
lobster and crab traditionally sell well here. Total Dutch 
fish, fish products and seafood imports in 1978 were $250 
million with the U.S. share amounting to $13.5 million. 


In entering and dealing in the Dutch market, the U.S. ex- 
porter should understand that the Dutch buyer is sophisticated, 
capable, and fully knowledgeable about his own and overseas 


markets. The Dutch business person is both quality- and price- 


conscious, expects delivery dates to he honored, and requires 
courteous, competent service, inciuding prompt and personal 


attention to business inquiries. Excellent means for 
new-to-market firms to enter this market include participating 
in the various trade promotion events sponsored in the 
Netherlands by the U.S. Departments of State and Commerce and 
using the wide range of basic commercial services offered 

by the U.S. Department of Commerce and its district offices. 
Thorough market analysis; creative, but not high pressure, 
salesmanship; appointment of reliable and effective local 
agents or distributors; and participation in relevant trade 
shows will produce the best possible results in this market. 


Dutch direct investment in the United States reached $9.8 
billion in book value at the end of 1978, continuing the 
position of the Netherlands as the largest foreign direct 
investor in America. The level of Dutch investment in the 
United States has increased more than 50 percent since the 
end of 1974. Interest among potential Dutch investors in 

the United States is high at the moment since the depreciated 
dollar has lowered the costs of doing business in the United 
States. Another strong incentive is the direct access afforded 
investors to the huge U.S. domestic market. Many Dutch 

firms have also found that they can achieve a higher return 
on invested capital in the United States. 





At the end of 1978, the book value of direct investments 

by more than 1,000 U.S. firms in the Netherlands was $4.6 
billion, making the United States first among foreign in- 
vestors in the Netherlands. 


Agriculture 


The Netherlands continues to be a major market for U.S. 
agricultural products, with such imports amounting to $2.4 
billion in 1978. 


Thus far in 1979, imports of oilseeds, fats and oils from the 
United States have been more than 9 percent higher than the 
Same period last year. Strong import demand for soybeans 

to be crushed into animal feeds is anticipated. Other 

bulk commodities expected to show increased demand are 

wheat and rice. Wheat imports should be up 12 percent over 
last year, with most of that coming from the United States. 
Rice imports should increase to a 25 percent total market 
share (up from 11.8 percent in 1978) for the United States 
due to lower availability of rice from South America. 


For consumer type ready-to-eat foods, imports from the 
United States have steadily risen to over $125 million 

in 1978. Imports of fresh fruits and vegetables have made 
large advances in the last three years and are expected to 
gain a larger share of the Dutch market in 1980. Showing 
particularly good prospects are grapefruits and other 
citrus, raisins, grapes, iceberg lettuce, and California 
wines. Sales of California wines have been extremely good 
in 1979 and are expected to show larger gains in 1980. 
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